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Competitive Regionalism: FTA Diffusion in the Pacifi c Rim is the fi rst major publication that 
has come out of the international conference on ?Competitive Regionalism,? co-organized by the 
Waseda University Global COE programme: Global Institute for Asian Regional Integration (GI-
ARI) in May 2008.1  
The objective of this book is to investigate the nature of the international trading system and 
the future of regional integration, by focusing on the worldwide explosion of Free Trade Agree-
ments (FTAs). In the past 15 years, the world trading system has been quickly transformed with 
the rapid proliferation of free trade agreements (FTAs), whereby members make special exemp-
tions to the ?most favored nation? principle of the World Trade Organization (WTO) and ex-
change preferential market access commitments. In the second half of the 1980s and early 1990s, 
the ?new regionalism? emerged in the Western Hemisphere. The 1989 Canada-US FTA was the 
fi rst manifestation of this phenomenon. Subsequently, Mexico negotiated an FTA with the United 
States, leading to the trilateral NAFTA (North American Free Trade Agreement) that marked 
the turning point in the spread southward of the new type of FTA. In 1991, the four countries of 
Brazil, Argentina, Paraguay, and Uruguay expressed the desire to create more outward-looking 
economic integration agreements named ?Mercosur.? In 2001, the United States shifted its trade 
policy toward ?competitive liberalization,? which is the negotiation of bilateral FTAs with certain 
nations in order to stimulate talks on other trade fronts. With competitive liberalization, the active 
FTA policies of the United States, Mexico, and Chile have driven a veritable boom of preferential 
trade agreements in the hemisphere, as well as in Europe and East Asia. On the other hand, East 
Asia was widely praised as a high performing region prior to the 1997 fi nancial crisis. Never-
theless, since the late 1990s, East Asian countries have negotiated multiple FTAs, which accord 
preferential market access, impose binding commitments, and embrace numerous WTO-plus 
commitments.
2. Previous Studies on FTA Proliferation
In previous studies, there are three conventional views on FTA proliferation: economic in-
terdependence; domestic lobbying and rent-seeking; and state autonomy. Several scholars, who 
focus on economic interdependence, have argued that trade concentration is the most important 
spark for regional integration, and integration in one sector increases pressure to integrate in 
other related industries (Haas, 1964; Mattli, 1999). The economic interdependence approach in-
dicates that high levels of economic interdependence can energize the private sector to demand 
that a regional economic governance structure transaction costs. 
Several academics focus on the role of domestic lobbies in pushing for trade-diverting 
FTAs that yield rents for specifi c producer groups. Baldwin (1997), for example, has advocated a 
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?domino effect? model which describes how negotiation of trade-diverting agreements triggers a 
chain reaction of subsequent FTA enlargement or negotiation of alternative trade blocs, as disad-
vantaged non-member producers seek to minimize the trade and investment diversion caused by 
previous FTAs. The domestic lobbying model indicates that industries can lobby for FTAs that 
either offer rents through preferential market access or aim to dissipate these rents by negotiating 
countervailing FTAs. 
The state autonomy approach argues that states consent to pool sovereignty via regional 
integration to achieve joint gains that cannot be realized with pure national measures, or to gain 
leverage over domestic interest groups (Moravcsik, 1993). In this model, governments can be 
fi rmly in control of the integration agenda and use these agreements to gain leverage over domes-
tic interest groups.
3. New Perspectives on FTA Proliferation: Emulation and Competition
Competitive Regionalism: FTA Diffusion in the Pacific Rim firstly evaluates the above 
three approaches in previous studies. Initially, the book fi nds that economic interdependence is, 
in fact, a poor indicator of shifts in favor of regionalism. For example, intra-regional trade has 
consistently been higher for East Asia than for North America (as of 2003, 54% in East Asia and 
46% in North America), and yet the United States, Canada, and Mexico moved much faster to 
negotiate the regional trade agreement (NAFTA) than the nations of East Asia. Next, this book 
criticizes that the trade-diversion motive can only explain a subset of such FTAs. For example, 
Japan fi rstly concluded a preferential trade agreement with Singapore, but this accord was not 
informed by the desire to counter trade diversion since Singapore was already one of the most 
open economies in the world. Finally, this book points out that the state autonomy approach’s 
narrow description of regionalism as a series of discreet summitry events leaves out ongoing pro-
cesses (market exchange), assumes away problems of implementation of high-level offi cial bar-
gains, and fails to explain the reasons behind the convergence of regional integration preferences 
among key members. The book also observes that states are not interested only in supplying an 
integrated governance structure to lower risk and transaction cost, but they also try to achieve 
other economic, security, and diplomatic goals. 
This book agrees that Baldwin’s domino effect has addressed the issue of FTA proliferation 
most effectively by highlighting how trade and investment diversion effects from initial FTAs can 
generate a chain reaction of subsequent preferential trade agreements. Thus, this book assumes 
that a government’s decision to pursue this policy innovation is infl uenced by the actions of other 
countries and is not determined purely by domestic factors. 
The book presents the concept of emulation and competition. It considers the interplay of 
multiple competitive objectives in FTA negotiations, which go beyond the defensive economic 
interests of the domino theory and include regional leadership contests and dissemination of 
alternative standards in regional integration. Also, this book assumes an alternative hypothesis 
about FTA proliferation, which focuses on the role of ideas or policy paradigms as countries 
emulate successful FTA strategies of leading reference nations. Moreover, the volume examines 
more directly how domestic policy formation processes infl uence the manner in which govern-
ments respond to external diffusion pressures.
After clarifying the concepts of emulation and competition, the book proceeds to draw three 
testable hypotheses: non-diffusion hypothesis, emulation hypothesis, and competition hypothesis. 
The non-diffusion hypothesis states that a country’s decision to launch an active FTA policy is 
not affected by the prior decision of other countries to negotiate preferential trade agreements. 
In the emulation hypothesis, a country is assumed to have copied others based on their close so-
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cial and policy connections and therefore should negotiate similar FTAs with as many partners 
as possible. The competition hypothesis posits that countries will counteract the FTA policies of 
their competitors. It assumes that a country moves toward FTAs due to competitive pressures in 
economic (market access, investment promotion, and averting losses), political (diplomatic con-
siderations and political rivalry), and/or legal (standard setting and rulemaking) spheres. Accord-
ing to this hypothesis, the country then negotiates agreements on a carefully targeted basis with 
different terms depending on the partner.
Through examining the above three hypotheses, this book illustrates an alternative explana-
tion for FTA diffusion with markedly different expectations about the nature of regional integra-
tion. This book argues that if competition is the dominant force behind diffusion, the recent FTA 
proliferation is expected to work against the emergence of coherent regional integration projects. 
Competitive pressures are multifaceted and should be disaggregated into different types of com-
petition ranging from economic to political and legal. Also, this book claims that if emulation 
prevails, it is anticipated that bilateral FTAs will be supportive of region-wide integration efforts.
4. The Three Thematic Chapters 
The book confi rmed that the competition and emulation hypotheses have signifi cant impli-
cations for a bedrock expectation in the FTA literature: that these preferential trade agreements 
promote regional integration. Instead, this book argues that if competitive incentives behind FTA 
proliferation predominate, these preferential trade agreements may weaken the emergence of co-
herent trade blocs in several ways. This book presents three thematic chapters, and they identify 
important sources of economic, political, and legal competition.
(1) Economic Competition
The book points out that FTAs offer interest groups and governments the ability to get ahead 
in international economic competition in several different ways: preferential trade and investment 
access, onerous rules of origin for non-members, targeting of rents for investors and exporters 
while maintaining the mantle of protection for uncompetitive sectors, and concession linkage to 
secure better deals in subsequent trade talks. 
In Chapter 2, Shujiro Urata comments on the theories of economic determinants of FTAs 
and empirical analyses of the welfare impacts of these agreements. Through the review of the 
previous studies, he fi nds that defensive economic motives (the perceived need to counter trade 
diversion) have largely driven the FTA wave in East Asia. In particular, Urata emphasizes that 
this competition has been most acute between Japan and China. 
In addition, Urata contrasts economic motivations with respect to FTAs between those that 
are included and those that are excluded. He points out that FTAs are relatively important for 
small countries that try to become large as they eliminate cross-border trade barriers through 
FTAs. On the other hand, he explains that for large countries, the impact of FTAs in increasing 
their size is limited, although they do benefi t from improving terms of trade.
(2) Political/Security Competition
The book indicates that FTAs are also pursued to achieve non-economic foreign policy ob-
jectives. More specifi cally, the book argues that FTAs can establish closer economic links with 
security partners by employing the trade agreements as confi dence building measures vis-à-vis 
rivals, or by using them instead to isolate competitors by excluding them from economic coop-
eration agreements negotiated with other nations. Consequently, FTAs can infl uence interstate 
alignment patterns. 
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In Chapter 3, by using the insights of major IR traditions (offensive/defensive realism and 
commercial liberalism), Mike M. Mochizuki explores the political-security dimensions of FTA 
proliferation in the Asia-Pacifi c. Mochizuki explicitly distinguishes between large countries (the 
United States, China, and Japan) and a smaller one (South Korea) in terms of the use of FTAs 
as a foreign policy strategy. He fi nds that FTAs have not been used by the large powers among 
themselves to counter competitive pressures, and they have instead signed FTAs with smaller 
states to hedge against negative security trends. So far, large powers have competed against each 
other to prevent the predominance of any hegemonic FTA project. Meanwhile, Mochizuki indi-
cates smaller countries often use FTAs to reduce their perceived security vulnerability. 
(3) Legal Competition
This book asserts that some countries have incentives to compete through their FTAs in the 
defi nition and dissemination of new rules in international trade. The reason for this is that the 
WTO has faced diffi culties in adopting trade rules on ?new? issues, such as investment protec-
tion, competition policy, and labor or environmental standards. 
In Chapter 4, Junji Nakagawa fi rst reviews the infl uence that the failure of multilateral rule-
making through a stagnant Doha Round and the collapse of the multilateral agreement on invest-
ment had in persuading East Asian nations to join the global trends of regionalization and legal-
ization. He argues that the major players in rule and standard-setting in trade and investment have 
changed their strategy from the multilateral forum to bilateral and regional forums to pursue their 
?bottom-up? rule-making in areas such as antidumping, trade facilitation, and intellectual prop-
erty rights.
5. Country Chapters
Following the three thematic chapters, this book reviews countries engaging in FTAs. The 
country chapters in this book examine how diffusion dynamics influence the FTA policies of 
countries on both sides of the Pacifi c Rim. 
In Chapter 5, Cintia Quiliconi and Carol Wise discuss the competitive liberalization cam-
paign that the United States launched in the early 2000s to achieve key competitive goals: the 
dissemination of new rules on trade and investment that could be adopted later at the multilateral 
level, which in the Western Hemisphere generated a ?coalition of the willing,? as only a subset of 
Latin American nations were willing to endorse the US-proposed FTA formula; and preventing 
China’s domination of the regional integration process in East Asia. 
In Chapter 6, Barbala Stallings examines how Chile adopted an autonomous FTA strategy, 
putting it to a distinct political use in the early 1990s by reintegrating itself into the region after 
long years of authoritarian rule. Economic competition was also of great importance to Chile vis-
à-vis emerging Latin American markets; Chile attempted to capture FDI infl ows from industrial-
ized nations and to strategically place itself as a bridge between East Asia and South America. 
Chile actively used FTAs not only to expand its market access and investment potential, but also 
to regain its legitimacy in the Latin American region after a long period of military dictatorship. 
In Chapter 7, Aldo Flores-Quiroga investigates the Mexican business community’s attempt to put 
pressure on NAFTA in order to secure market access and investment fl ows in a bottom-up man-
ner.
In East Asia, Singapore has played a key role for the region’s adoption of an FTA strategy. 
Singapore shares common traits with Chile in that the two countries are relatively small and vul-
nerable to the external economic and political environment. They have decided to utilize FTAs 
to help mitigate these vulnerabilities. In Chapter 8, Takashi Terada discusses the political and 
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economic uncertainty in the region after the Asian fi nancial crisis, which also stalled the ASEAN 
integration movement and encouraged Singapore to venture into FTA negotiations with advanced 
countries, such as the United States and Japan. Singapore exerted competitive pressures on other 
large ASEAN countries to follow suit, and ASEAN as a grouping has attempted to become an 
FTA hub. Also, Singapore tries to overcome its security vulnerability, strengthen its economic 
ties and facilitate mutual economic benefi ts and business transactions through FTAs. 
In Chapter 9, Min Gyo Koo observes that Korea’s more moderate attempts to emulate the 
FTA policies of other countries soon gave way, under the Roh Moo-hyun administration, to a 
proactive FTA strategy of negotiating with the United States and the EU. According to the author, 
while the top-down policymaking process allowed this policy shift, Korea has faced a domestic 
backlash (as in the United States), and its campaign to become an FTA hub of the region has been 
hindered. Koo argues that the Kim Dae-jung administration learned lessons from other countries 
after the Asian fi nancial crisis. For example, the author mentions that the South Korean govern-
ment launched an FTA with Chile to learn negotiating techniques that would be useful in later 
agreements. 
In Chapter 10, Mireya Solis argues that Japan has utilized FTA policy to offset trade and 
investment diversion from other FTAs, to disseminate its own FTA formula in East Asia, and to 
compete with China in cementing relations with Southeast Asia. However, the Japanese govern-
ment has faced a major dilemma: whether to negotiate a bilateral FTA with China to maximize 
economic gains, or to emphasize political competition and develop rival FTA networks in the re-
gion. 
In Chapter 11, Jian Yang argues that China is keen to emphasize the absolute gains from 
trade liberalization, but its selection of FTA partners and the timing of trade negotiations show 
that competition, both economic and political, is driving the Chinese strategy. According to the 
author, China is economically using its FTAs to enhance the effi ciency and productivity of do-
mestic enterprises and to promote the international acceptance of China as a market economy. 
Also, the author states that China is politically using FTAs as an important instrument in its pur-
suit of infl uence and security goals.   
In the country chapters, this book looks for evidence of patterns regarding how large and 
small countries respond to FTAs and prioritize economic and political/legal interests behind FTA 
engagement. The country chapters illustrate that as FTA development enters a competitive stage, 
economic competition becomes the predominant concern for smaller countries with weaker bar-
gaining power, such as Chile, Mexico, South Korea, and Singapore. Those countries have pre-
ferred countries that have large markets as FTA partners, especially the United States, but also the 
EU and Japan. 
The country chapters indicate that for the large countries, such as the United States, Japan, 
and China, the motivation for their aggressive FTA policies includes both economic and non-eco-
nomic goals. For instance, China chooses FTA partners based on their willingness to recognize 
China as a ?market economy.? Also, the United States has been promoting its political and legal 
agendas through multiple FTAs with small countries, in addition to economic gains in trade ac-
cess vis-à-vis relatively large countries in Asia. By contrast, an important international concern is 
that the existing markets in Japan are closed to foreign producers and exporters. Simultaneously, 
the Japanese government is subjected to the pressure of the country’s uncompetitive domestic 
sectors, particularly agriculture, so that it cannot engage in FTAs with countries such as the Unit-
ed States or China that threaten those sectors. 
The studies demonstrate that for large states with hegemonic ambitions, pressures of politi-
cal and legal competition are particularly important reasons to engage in FTAs. Most of the FTAs 
involving the United States, from the early accords with Israel, Canada, and Mexico to the later 
ones with Asian countries, have been driven by Washington’s security and political interests and 
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concerns. The United States has utilized FTAs to solidify or strengthen its security relations with 
distant countries such as Singapore and South Korea. At the same time, the United States has felt 
pressures from China’s increasingly active pursuit of FTAs both in East Asia and in Latin Ameri-
ca. 
According to the chapters, for large countries, the dissemination of their own models of eco-
nomic integration is also important. For example, Japan and China are rivals in their active pur-
suit of FTA negotiations within the Asian region. Both want not only to demonstrate their trade 
leadership but also to establish their own model of FTA standards.
6. Conclusion 
 
In short, this book analyzes both emulative and competitive dynamics promoting FTAs in 
the countries studied. In particular, the volume shows that emulative diffusion can infl uence the 
countries’ trade strategy in the early stages of FTA policy cycles. Competitive pressures start to 
mount at a later stage as FTAs spread throughout both the Western Hemisphere and the Asia-Pa-
cifi c region, which trigger more aggressive and targeted FTA strategies and negotiations among 
the countries reviewed. 
One shortcoming of this otherwise excellent collection of studies is that, although the book 
emphasizes the importance of domestic political elements to the countries’ FTA policy, it is un-
clear how domestic political elements, including the power of so-called veto players, accelerate 
the countries’ response to emulation and competition pressures on FTA negotiations. Instead, 
it can be said that these elements hinder movement toward FTA negotiations. For instance, the 
domestic agricultural opposition in Japan has constrained the Japanese government’s options in 
terms of its FTA partners and the speed at which the country can pursue FTAs.
The above limitation notwithstanding, this book’s suggestion that emulation and competi-
tive hypotheses were at work in different countries and at different stages of FTA engagement is a 
very important contribution to the study of the international trading system and regional integra-
tion.
Note
 1?The International Symposium ?Competitive Regionalism? was held in Ibuka International Conference 
Hall, Waseda University, Tokyo, Japan, May 30-31, 2008.
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